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Millions of Libyan Dinars and Current 
Prices, Unless Otherwise Stated. 


ECONOMIC INDICATORS AND KEY STATISTICS: LIBYA, MAY 1972 


1970 1971 i972 
(Estimate) (Estimate) (Forecast) 
Income Production 


GDP at Factor Cost 1220.2 1472.5 1625 
GDP/capita (LD) 629 733 781 
Manufacturing GDP 21.3 24.0 30.0 
Agricultural GDP 34.6 $5.5 40.0 
Building GDP 70.8 100.0 115.0 
Petroleum 814.0 940.0 1011.0 
Petroleum (Million BP/D) 3.11 2.76 2.74 
Other 279.5 373.1 429.0 
Money and Price (End of Period) 
Gold & Foreign Exchange Reserves 565 874 1014 
Currency in Circulation 112 125 135 
Demand Deposits 121 294 325 
Money Supply 2h1 h19 460 
Consumer Price Index 100 109 118 
Exchange Rate (unweighted average) 2.80 2.82 3.05 


Balance of Payments 


Exports 821 899 910 
Imports 556 576 600 
Current Account Balance 265 323 310 


Government Account (FY ends 3731) FY 70/71 FY 71/72 FY 72/73 


Revenue - Total 520 780 865 
From Petroleum 453 700 760 
Expenditures - Total 525 584 629 
Development 200 2k5 267 
Administrative 200 231 255 


Defense and Foreign Aid 125 107 107 





SUMMARY 


The Libyan economy has recovered after the downturn of 
1970 and is now entering a stage of growth in all sectors. 
Although the economy is still heavily dependent upon the 
petroleum sector and will continue to be so, the consequences 
of heavy government investment in other sectors should soon 
become apparent. Petroleum production continues to decline 
as a result of Libyan conservation policies, price rises for 
Libyan oil, and market forces in Europe. The near future 
should produce LARG demands for participation in the petroleum 
sector, and greater LARG development of production and processing 
capacity. Economic integration between the member states of the 
Federation of Arab Republics is making limited progress. In 
Libya major infrastructure improvement and industrial projects 
are currently underway with further projects planned, especially 
for port and airport development. LARG allocated over 1 billion 
dollars per year for the next three years to finance this develop- 
ment effort. Meanwhile government control over construction 
and supply of basic commodities has increased, although support 
of the private sector in other areas has been maintained. The 
changes in the Libyan economy should present substantial and 
growing markets for American producers. 








CURRENT ECONOMIC SITUATION AND TRENDS 
Current Situation 


Reference to page 1 of the statistical indicators of the 
Libyan economy gives the most rapid and complete picture of its 
current status and prospects for the near future. The projected 
figures are based on LARG estimates and presumably represent 
the assumption that all development will proceed on schedule. 


In terms of GNP the Libyan economy remains heavily 
dependent upon the petroleum sector but this dependence 
is apparently beginning to decrease slightly. Petroleum 
revenues remain virtually the sole source of foreign exchange 
and 85% of government revenues and should continue to do so 
for the foreseeable future. 


The predicted economic recovery after the initial reaction 
to the 1969 Revolution has taken place. We can expect this 
recovery to strengthen and to permeate all sectors of the 
economy within the next year to eighteen months. 


The near future will determine the extent to which the 
government programs of the recent past are capable of diver- 
sifying the economy from its dependence upon petroleum. 
Meanwhile the LARG apparently continues to accumulate foreign 
exchange reserves at a rate of approximately $600-800 million 
& year, thus improving its already strong financial position. 


Petroleum Production Declines, Sector Faces New Challenges 


Petroleum production in 1971 declined to 2.76 million 
barrels a day, a decrease of almost 600,000 barrels a day over 
1970. Production continued to decline in the first four 
months of 1972 to about 2.5 million barrels a day. Production 
declined primarily due to price rises for Libyan oil, market 
forces in Europe and the decline of long-term tanker rates. 
Another factor is the government policy of conservation, 
limiting production. The LARG recently negotiated 
an increase of 8.19% in its petroleum revenues, 
intended as compensation for losses suffered because 
of the devaluation of the dollar. In addition, the 
LARG is placing pressure on oil producers to drill 
development wells over the widest possible area, in 
hopes of finding new sources. Also, the LARG is 
demanding greater utilization of natural gas, much 
of which is currently being flared. 


In December 1971 the assets of British Petroleum were 
nationalized. The LARG announced that this nationalization took 
place as a result of alleged British failure to prevent Iranian 
occupation of islands in the Persian Gulf. Compensation was 
provided for in the nationalization decree but the basis on 
which it would be assessed remains unclear. 


In the near future, discussions are expected to begin on 
the issue of participation, the extent to which Libya would 
become a partner in petroleum operations here. Libya has 
maintained that it eventually intends to control petroleum 
production, However, the exact extent of its initial demands 
are unknown. 


At the same time, the LARG is actively engaged in developing 
its own petroleum producing and processing capacity. Thus the 
Libyan National Oil Corporation is currently engaged in explor- 
ation and some production, The Arabian Gulf Exploration Co. 
is producing the field formerly produced by British Petroleum. 
Production at that field is currently down to approximately 
190,000 barrels a day. The LARG is also in the process of 
constructing a refinery at Zawia and is planning a similar 
refinery and a petro-chemical complex in the eastern portion 
of the country. 


A development which deserves notice is the recent substantial 
increase in US imports of Libyan petroleum products. First 
quarter imports from Libya totaled more than $ 34 million, up 
from 1.8 million for a similar period last year. Growing US 
energy demands indicate that these imports will increase 
even more in the future, 


FAR-Integration Makes Limited Progress 


The LARG continues to seek economic cooperation with Arab 
and African nations and to increase economic association with 
Syria and Egypt in the Federation of Arab Republics (FAR). The 
FAR has so far produced a great deal of discussion about possible 
projects of cooperation, joint ventures, and the transfer of 
technical assistance. It has also produced some activity in 
Libyan purchases of Egyptian goods, use of Egyptian technical 
advisors and increasing transportation links between members of 








the Federation, There has been greater Libyan-Egyptian 
cooperation, however, outside the context of the Federation. 
Egyptians ( an estimated 60,000 ) are in Libya in a largely 
private capacity, acting in the full range of occupations from 
technical advisers to unskilled construction workers. This 
association has come about because of Egyptian ability to 
provide certain goods and services needed by Libya and also 
because of Pan-Arab considerations. The Israeli issue has 
also resulted in a number of Libyan loans and grants to Egypt. 


Major Projects Underway -- Others To Be Added 


Recent LARG development efforts have emphasized the 
establishment of it economic infrastructure, particularly 
transportation, water distribution and large electrical 
projects. Major improvements of the road and highway system 
have already taken place. Contracts have recently been signed 
for several electrification projects including producing 
facilities in Tripoli and Zuara and a distribution net for the 
Tripolitanian area. Other major projects currently under 
tender include substantial improvement of the nation's 
ports and airports, plus further electrical projects. Future 
projects will include much needed municipal water and sewage 
treatment facilities. 


At the same time, the LARG has signed a number of contracts 
for industrial projects, including expansion of the country's 
cement producing capacity, textile, ceramics and food-processing 
factories. Also, two major agricultural projects are currently 
well underway. At the Kufra oasis 10,000 hectares should be 
under cultivation by the end of this growing season. Over 
14,000 sheep have been brought in to be raised on the products 
of cultivation. At Jebel-Akhtar preparations for large-scale 
wheat growing, olive production, and cultivation of fruits are 
underway. 


One and Three-Year Development Budgets Announced 


The LARG has allocated 367 million Libyan Dinars (over 
$ 1 billion) for the 1972-73 fiscal year, and more than 1.1 





billion Libyan Dinars for the next three years in its recently 
announced development budget. The distribution of the 1972-73 
allocation follows the pattern of the recent past. The largest 
increases in the current one-year budget are for industrialization, 
petroleum and electricity. All registered over 50% gains over the 
allocation for 1971-72. Two sectors received lower allocations 
this year, that of public health - down 18%, and economy and 
tourism - down 60%. Over the next three years even greater 
increases are anticipated for industry and petroleum. While 
agriculture remains the largest single allocation in this 

year’s development budget, the increase over last year's 
allocation is minimal and is not expected to further increase 

over the next three years. LA?G development allocations for 

the two plans, by sector are: 

Three-Year 


1972-73 Plan Total 
Agriculture 53,000 165,000 
Industry 43,146 174,456 
Petroleum 31,658 122 ,000 
Electricity 32 ,000 103,000 
Transport & Communication 47,000 163,780 
Education 39 ,838 107,572 
Public Health 13,830 47,000 
Labor and Social 8,245 16,125 
Housing & Utilities 51,727 124,762 
Local Administration 30,000 99 ,000 
Economy & Tourism 2,800 8,600 
Information & Culture 6,155 15,410 
Planning & Management 1,700 4 ,600 


Projects Reserve 889 13,690 
TOTAL 366 , 990 1,242,395 


(Thousands of LD) 


Government Increases Control in Construction, Basic Commodities 





Over the last six months the LARG established a number of 
semi-autonomous corporations engaged in construction and the 
supply of basic commodities. These corporations chartered, 
financed, and wholly owned by the government, are expected to 
compete with international corporations and large private 
corporations in the Libyan economy. Corporations for public 
works, water wells, civil engineering, building, and other 








major construction sectors have already been established. These 
corporations have been winning a major share of the recent construction 
contracts. In general, these corporations have then sub-contracted 
most, of the work, due to their limited manpower and expertise. 


At the same time the LARG has established the National 
Supplies Corporation in order to control purchasing and 
distribution of basic commodities, especially foodstuffs. This 
corporation has already been given monopoly control over the 
distribution of wheat, salt, rice, olive oil and other commodities. 
Further authority for other commodities is expected in the near 
future, 


In April 1972 preliminary agreement was reached between the 
LARG and a group of private businessmen to establish a joint 
venture for the supply of building materials. At present 60% 
of the capital of this corporation has been committed, one half 
by private business and one half by the govermment. The 
remainder of the capitalization is expected to take place in the 
near future. Thsi agreement marks the first case in which private 
interests and the LARG have joined on a cooperative project. It 
is not known whether further arrangements of this type are 
planned. 


Private Sector Role Remains Uncertain 


As the major source of investment capital and initiatives 
for development in Libya, the LARG has taken an ever-increasing 
role in the direction of the economy since the 1969 Revolution. 
However, the LARG continues to maintain that it intends to 
encourage participation in the economy by the private sector. 
Thus, it is planned that private sources will provide approxiamtely 
one-third of the investment of 1.5 billion Libyan Dinars over 
the next three years. It appears that although the government 
will dominate the Libyan economy, for the near future the 
private sector should continue to grow, particularly in food 
processing, printing, and retail distribution. 


IMPLICATIONS FOR U.S. POLICY 


The improving economic situation, large capital reserves, 
growing income, and heightened development activity of the Libyan 





economy present substantial opportunities for U.S. business. 
U.S. exports to Libya have declined by more than 27% between 
1971 and 1972. However, this decline represents an erosion 
of the principal traditional market for American goods, the 
petroleum sector, and the failure of American business to take 
advantage of the opportunities afforded by Libyan development 
in other sectors. 


It is expected that as more American firms become aware of 
the opportunities here, that imports will once again begin to 
increase, American businessmen should become prepared to 
adapt themselves to the changing supply relations currently 
underway. Thus the Libyan government and its autonomous corpor- 
ations should become the focal point of trade expansion activitie 
here. Businessmen should inform themselves of the rapid changes 
and maturation of the Libyan economy. Such preparation, with 
patience, should lead to increasingly lucrative sales of 
commodities such as pumps, agricultural equipment, consulting 
services, electronic data processing equipment, air conditioning 
equipment, and raw materials and machinery for light industry. 





Even if your company 
is already exporting, 
some of these facts may surprise you. 


7 surprising facts about exporting 


1: Small businesses are big in export. 3 out of 5 United States exporters have 
fewer than 100 employees. 

2: Exports keep 3 million Americans working. Every $15,000 of exports 
equals 1 job. 

3: Taxes can now be deferred on 50% of export profits. 

4: United States exports are a $43 billion-a-year business, and growing 11% 
each year. 


5: Export sales of durable goods increased 17% during 1970 while domestic 
sales of the same goods declined 3%. 





6: 96% of all American firms sell only in the United States. 
7: Booth space at a Commerce Department Trade Center can cost as 


little as $400. 


A major California wine producer has demonstrated 
that it's possible to market American wines in France. Sur- 
prised? Read n. 

You're probably aware of the effect of the new cur- 
rency realignments on selling overseas. Your goods are now 
priced more competitively in world markets. 

But are you aware that you need pay no tax on one- 
half of your export profits? Recent tax legislation permits 
companies engaged in export trade to set up a Domestic 
International Sales Corporation (DISC) and thereby defer 
Taxes on 50% of their export income. 


Exports— growth market of the year. 

Export sales help smooth our domestic cycles. Last 
year exporters discovered that many of their off-shore 
markets were recession-proof. During 1970,domestic sales 
of durable goods shrank. But export sales of those same 
goods increased by 17%. Exports proved to be the growth 





market of the year. And they continue to grow at an average 
of 11% a year—about one-third faster than the growth of 
all U.S. industry. 


You don’t have to be big to be 
profitable in exporting. 

If your firm has less than 100 employees, you should 
know that the majority of other exporters are about your 
size. More than three out of five, as a matter of fact. A 
manufacturing firm in Minnesota, with only 26 employees, 
is a case in point. Five years ago, they weren't even in ex- 
port. Now it's 25% of their business. And the extra volume 
helps them get longer production runs with lower unit 
costs. Often, the added volume is without added capital 
investment. 

A helping hand for U.S. exporters. 


Take advantage of all the services available to you 
from the U.S. Department of Commerce. The Department 


and its 42 Field Offices can help you pinpoint the likeliest 
markets, by providing you with the research, marketing 
data and trade statistics you need. They can also help you 
expand into new markets. Like the Mississippi pump 
manufacturer who was selling successfully in Europe. After 
Commerce specialists came up with a report on marketing 
in Japan, he developed even bigger sales there than in 
Europe. He’s not alone. Of the firms using Commerce 
services, 60% have increased export sales. 
Expanding your distribution. 

The Commerce Department has ready access to 
135,000 overseas distributors and manufacturers’ agents 
who want to represent American firms. You can choose a 
distributor from existing lists, or, for a nominal fee, the 
Department will find a special agent to handle your specific 
products. 

In addition, as 1,800 American businessmen have 
done in the past five years, you can join a Trade Mission 
and travel overseas with the Mission to make commercial 
contacts. If you prefer to go it alone, the Department will 
arrange on-the-spot help from any of the 468 commercial 
and economic officers attached to our 152 Embassies and 


Consulates. 
Showing your wares. 

Another example of the services available to you is 
our operation of nine permanent overseas Trade Centers 
in Europe, Asia, Australia and Latin America. At Trade 
Centers, American manufacturers show their goods to au- 
diences representing up to 80% of the p ing power 
in these markets. Last year, Trade Centers produced $209,- 
000,000 in sales for U.S. firms. 

Or, you can participate in International Trade Fairs. 
The cost can be as low as $850 for space. The rewards can 
be high—$127,000,000 in immediate sales for these U.S. 
exhibitors last year. 

The Commerce Department provides booth design 
and construction at Trade Centers and Fairs, as well as 
advance promotion and personal calls on promising cus- 
tomers to ensure their attendance. 


Exports mean diversification for your company. 
96% of all American firms sell only in this country. 
Ridiculous! For most, the cost of constantly changing prod- 
uct lines, with all the attendant start-up and marketing 
expenses, is greater than learning to export existing 
products. Exporting adds years to many a product line. 
Take the case of a Texas: manufacturer of car and truck air 


conditioners. The domestic market was levelling off as 
more cars and trucks were sold with air conditioning as 
original equipment. The Texas firm “diversified” by ex- 
porting its existing products to Japanese car manufacturers 
—with great success. 

About financing, insurance and taxes. 

The United States Government helps finance Ameri- 
ca’s exports. The Export-Import Bank of the United 
States (Eximbank) offers direct loans for large projects and 
equipment sales which require long term financing. It also 
cooperates with commercial banks in providing credit to 
overseas buyers of U.S. exports. Exim provides guarantees 
to commercial banks who in turn finance export sales. And 
now, by creating a Domestic International Sales Corpora- 
tion (DISC), you can defer Federal income taxes on one- 
half of your export profits, so long as those profits are used 
to increase exports. 

The time is now. 

If you're already exporting, it’s time you broadened 
your overseas markets. If you're not in exporting, it's time 
you got started. 

There's no great mystery —and a lot less red tape than 
you think. The Department of Commerce will show you 
how to get started. Exports mean profits. Find out for your- 
self. Send the coupon below. 

Or, better yet, write directly to: 

Director, Bureau of International Commerce, U.S. Depart- 
ment of Commerce, Washington, D.C. 20230. 
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